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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Honorable Mayor, Town Commission and Town Manager
Town of Surfside, Florida

‘We have audited the accompanying financial statements of the governmental activities; the business-type
activities, each major fund and the aggregate remaining fund information of the Town of Surfside, Florida
(the Town) as of and for the fiscal year ended September 30, 2007, which collectively comprise the
Town’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Town's management. Our responsibility is to express opinions on these financial
staterments based on our audit. We did not audit the financial statements of the Retirement Plan for the
Employees of the Town of Surfside, Florida (Pension Trust Fund) which represents approximately 89%
and 75% respectively, of the assets and revenues of the aggregate remaining fimd information. Those
financial staterments were audited by an other independent suditor whose report thereon has been
furnished to us, and our opinion on the financial statements, insofar as it relates to the amounts included
for the Retirement Plan for the Employees of the Town of Surfside, Florida (Pension Trust Fund), is
based solely on the report of the other auditor,

We conducted our audit in accordance with auditing standards generally accepted in the United States and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial staterments are free of material missiatement. An
audit includes consideration of internal confrol over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Town’s internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion and the opinion of the other auditor, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fimd information of the Town, as of
September 30, 2007, and the respective changes in financial position and cash flows, where applicable,
thereof for the year then ended in conformity with accounting principles generaily accepted in the United
States.
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Honorable Mayor, Town Commission and Town Manager
Town of Surfside, Florida
Page Two

In accordance with Government Auditing Standards, we have also issued our report dated November 21,
2008 on our consideration of the Town's internal control over financial reporting and on our fests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over fimancial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our

audit.

Management’s Discussion and Analysis and the Required Supplementary Information on pages 3 to 14
and pages 43 to 47, respectively, are not a required part of the basic financial statements, but are
supplementary information required by accounting principles generally accepted in the United States. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information,
However, we did not audit the information and express no opinion on it.

Qur audit was conducted for the purpose of forming opiniong on the financial statements that collectively
comprise the Town’s basic financial statements. The introductory section, combining and individual fund
statements and schedules as listed in the table of contents are presented for purposes of addjtional analysis
and are not a required part of the basic financial statements of the Town. The combining and individual
find statements and schedules have been subjected to the auditing procedures applied in the audit of the
basic financial statements, and, in our opinion, is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole. The information identified in the table of contents as the .
introductory section has not been subjected to the auditing procedires applied in the audit of the basic
financial statements, and, accordingly, we express no opinion thereon.

Shehlns LLP

Miami, Florida
November 21, 2008
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TOWN OF SURFSIDE
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED SEPTEMBER 30, 2007

As management of the Town of Surfside (the Town), we offer readers of the Town’s financial
statements this narrative overview and analysis of the Town’s financial activities for the fiscal
year ended September 30, 2007. We encourage readers to consider the information presented
here in conjunction with the financial statements and notes to financial statements which follow.

Financial Highlights

The following are the highlights of financial activity for the fiscal year ended September 30,
2007:

¢ The assets of the Town exceeded its liabilities at the close of the most recent fiscal year by
$23,871,169 (net assets). Of this amount $13,984,559 (westricted net assets) may be used
'to meet the government’s ongoing obligations to citizens and creditors.
The Town’s total net assets increased by $1,911,249.
As of the close of the curent fiscal year, the Town’s governmental funds reported
combined ending fund balances of $10,768,671, an increase of $1,877,097 in comparison
with the prior year. Approximately, eighty-eight percent (88%) of the total govornmental
fund balance, $9,528,232, is unreserved, undesignated, unrestricted and available for
spending at the government's discretion.

¢ At the end of the current fiscal year, unreserved, undesignated fund balance for the general
fund was $7,223,228, or 84% of the total general fund expenditures.

Overview of the Financial Statements

This discussion and analysis is intended to serve ag an introduction to the Town of Surfside’s
basic financial statements. The Town’s basic financial statements comprise three components:
1) government-wide financial statements, 2) fund financial statements, and 3) notes to the
financial statements. This report also contains other supplementary information in addition to
the basic financial statements themselves,

Government-wide Finanecial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the Town’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Town’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the Town is improving
or deteriorating.



The statement of activities presents information shovvmg how the Town's net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
compensated absences).

Both of the government-wide financial statements distinguish functions of the Town that are
principally supported by taxes and intergovernmental revenucs (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The govemmental activities of the Town include
general government, public safety, building inspections and code enforcement, public works
{(including highways and streets), economic development, and culture and recreation. The
business-type activities of the Town include the water and sewer, municipal parking, sanitation,
and stormwater utility operations.

The government-wide financial statements can be found on pages 15 - 16 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Town of Surfside, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirsments. All of the funds of the Town can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds, Govemmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government's near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The Town maintains seven individual govemmemal funds. Information is presented separately in
the governmental find balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fumd, the special projects and the police
forfeiture funds, which are considered to be major funds. Data from the other four governmental
funds are combined into a single aggregated presentation. Individual fund data for each of these
nonmajor funds is provided in the form of combining statements elsewhere in this report.
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The Town adopts an annual appropriated budget for ifs general fund as well as its other
governmental funds. A budgetary comparison schedule has been provided for the general fund
to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 17 — 19 of this report.

Proprietary funds. The Town maintains one type of proprietary fund, an enterprise fund.
Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The Town uses four enterprise funds to account for the
water and sewer, municipal parking, sanitation, and the stormwater utility operations.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for the water and sewer, municipal parking, and sanitation operations, which are
considered major funds of the Town, and the stormwater utility operation, which is considered as

a nonmajor fund.
The basic proprietary fund financial statements can be found on pages 20-23 of this repott.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide
financial statements because the resources of those funds are not available to support the Town’s
own programs. Fiduciary financial statements consist of a statement of fiduciary net assets and a
statement of changes in fiduciary net assets.

The basic fiduciary fund financial statements can be found on pages 24 and 25 of this report.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the govemment-wide and fund financial statements. The notes to the basic financial
statements can be found on pages 26-42 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the Town of Surfside’s
progress in funding ifs obligation to provide pemsion benefits to its employees. Required
supplementary information for the retirement plan can be found on pages 46 and 47 of this report.

The combining statements referred to earlier in connection with nonmajor governmental finds are
presented immediately following the required supplementary information on pensions. Combining
and individual fund statements and schedules can be found on pages 48 — 53 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the Town of Surfside, assets exceeded liabilities by $23,871,169 at the

close of the most recent fiscal year.



The Town of Surfside’s net assets reflects its investment in capital assets (e.g,, land, buildings,
improvements other than buildings, machinery and equipment, and infrastructure), which totals
$8,754,330 or 36% of the net assets. -As of September 30, 2007, there was no related debt
associated with any of these capital assets. The Town of Surfside uses these capital assets to
provide services to the citizens; consequently, they are not available for future spending.

Summary of Net Assets
Governmenta] Activities Business-type Activities Total
2007 2006 2007 - 2006 2007 2006

Current assets A $11,843,185 $10,979,983 §$4,802,102 $4,522,783 $16,645,287 $15,502,766

Capital agsets, net 8,014,197 8,204,180 740,133 921,947 8,754,330 9,126,127

Total assets 19,857,382 19,184,163 5,542,235 5,444,730 25,399,617  24.628,893

Long-term labilities 273,915 301,449 77,865 51,478 351,780 352,927

Other liabilities 835412 2,008,235 341,256 307,811 1,176,668 2,316,046

Total liabilities 1,109,327 2,309,684 419,121 359,289 1,528,448 2,668,973
Net agsets:

Invested in capital assets 8,014,197 8,204,180 740,133 921,947 8,754,330 9,126,127

Restricted 788,412 822,422 343,868 343,868 1,132,280 1,166,290

Unrestricted 9,945,446 7,847,877 4,039,113 3.819.626 13,984,559 11,667,503

Total net asgsets $18,748,055 $16,874479 §$5,123,114 $5,085441 $23,871,169 $21,959,920

An additional portion of the Town of Surfside's net assets $1,132,280 (5%) includes resources
subject to external restrictions. The remaining balance of unrestricted net assets, $13,984,559
(59%) may be used to meet the Town's ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the Town is able to report positive balances in all three
categories of net assets, both for the government as a whole, as well as for its separate

governmental and business-type activities.

Overall the government's net assets increased $1,911,249 during the current fiscal year.
Although, capital assets decreased $371,797 primarily due to depreciation, net assets primarily
increased due to the increase in cash which was caused by excess revenues over expenditures
including the increase in property tax revenues of $1,530,977. The increase is also related to
projects that were budgeted for expenditure in fiscal year 2007 that had not been completed as of
September 30, 2007.

Governmental activities. Governmental activities increased the Town of Surfside's net assets
by $1,873,576 thereby accounting for ninety eight percent (98%) of the total growth in the net
assets of the Town of Surfside. Key elements of this increase are as follows:



Summary of Changes in Net Assets

Governmental Activities Business-type Activities Total
2007 2006 2007 2000 2007 2006
Revenues: 4
Program revenues:
Charges for services $ 708838 & 800462 $2,713,878 $2,724980 § 3,422,716 $ 3,525442
Operating grants and contributions 316,547 350,165 - 333,674 316,547 683,839
Capital grants and contributions - - 761 - 761 -
General revenues:
Property taxes 7,377,056 5,846,079 ) - - 7,377,056 5,846,070
Other taxes 2246458 2,406,913 - - 2,246,458 2,406,915
Interest eamings 639,616 563,494 201,052 151372 840,668 714,866
Miscellaneous 57.941 544,216 - 1,522, 57,941 545,738
Total revenues 11,346,456 10,511,331 2,915,691 3,211,548 14,262,147 13,722 87
Expenses:
General government 3,586,294 4,016,141 - - 3,586,294 4,016,141
Public safety 3,599,072 3,029,368 - - 3,599,072 3,029,368
Physical environment 959,705 1,161,599 - - 959,705 1,161,599
Culture and recreation 1,238,174 1,460,284 - - 1,238,174 1,460,284
Tourism development 89,635 146,885 - - 89,635 146,885
‘Transportation - 53,941 - - - 53,941
Waler and sewer - - 1,428,258 1,360,734 1,428,258 1,360,734
Municipal parking - - 176,715 107,555 176,715 167,555
Sanitation - - 1,172,075  1,412283 1,172,075 1,412,283
Stormwater utility - - 100,970 82,940 100,970 82,940
Total expenses 472,880 9,868,218 2,878,018 2963512 12,350,898 12,831,730
Changes in net assets before transfers 1,873,576 643,113 37,673 248,036 1,911,249 891,149
Transfers - (284,134) - 284,134 . -
Changes in net assets after transfers 1,873,576 358,979 37,673 532,170 1,911,249 891,149
Net assets, beginning 16,874,479 16,515,500 5085441  4,553.271 21,959,920 21,068,771
Net assets, ending 318,748,055 $16,874479 §$5,123,114 $5,085441 $£23,871,169 $21,959,920

e Taxes, $9,623,514 comprised 85% of the total revenues, $11,346,456 during the fiscal year.
Most of this category is property taxes of $7,377,056 which increased 26% due to increases
in the assessed value of existing property.

e Operating and capital grants and contributions accounted for $316,547 (2.8%) of total
revenues.

For the most part, the net decrease in expenses represented the reduction in settlements of prior
years' Jitigation as well as the reduction in expenditures related to projects that were budgeted for
expenditure in fiscal year 2007 that had not been completed as of September 30, 2007 offset by
increases in expenses that closely paralleled inflation and growth in demand for services,
particularly in the area of public safety.
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Business-type Activities

Business-type activities increased the net assets of the Town of Surfside by $37,673 accounting
for almost one percent (1%) of the total growth in the government's net assets. Key elements of
this increase are as follows.

e The Sanitation fund accounted for $374,047 of the decrease in net assets. Operating grants
and confributions decreased by $333,674, a 100% decrease, and the resulting Sanitation
Funds debris removal expenses decreased $341,992 primarily due to the fact that Hurricane
Wilma reimbursements were completed last fiscal year.

o The Water and Sewer operations accounted for $180,539 of the increase in the net assets.
The charges for services of the water and sewer operations decreased by $8,416. The
operating expenses increased by $67,524. Despite the impact on the net assets from this
increase in operating expenses the net assets of those operations increased by the above-
referenced amount.

e The Municipal Parking fund accounted for $204,304 of the increase in net assets. The
revenues of the municipal parking increased by $6,529 or 2% while the operating expenses
increased by $69,160 or 64%, primarily due to depreciation. The increase in revenues is
mainly the result of increased enforcement offset by more favorable parking privileges for
the Town's residents.

¢ The Stormwater utility fund accounted for $$26,877 of the increase in net assets. The
revenues of this fund remained level while the operating expenses increased by $18,030
primarily due to increased administrative expenses and depreciation.

¢ Interest earnings for the business-type activities totaled $201,052 for the current year representing
an increase of $49,680 or thirty two percent (32%) over the prior year. This increase is mainly
the result of a more favorable market for interest rates during the current yeat.
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1600000
1400000
1200000
1000000
800000
600000
400000
200000
0

Water and  Municipal  Sanitation Stormwater
sewer parking utility

9.



Revenues by Source-Business

Type Activities
Capital
grants and Interest
contribution " earnings
$ - 6.90%
0.03% '

Charges for
services
93.08%

Financial Analysis of the Governmental Funds

As mentioned previously, the Town of Surfside uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds. The focus of the Town’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is useful
in assessing the Town’s financing requirements. In particular, unreserved fund balance may
serve as a useful measure of a government's net resources available for spending at the end of the

fiscal year.

As of the end of the current fiscal year, the Town’s governmental funds reported combined
ending fund balances of $10,768,671, a decrease of $164,899 in comparison with the prior year.
Approximately, eighty-eight percent (88%) of the total governmental fond balance, $9,528,232,
is unreserved, undesignated, unrestricted and available for spending at the government's
discretion. The remainder of the fund balance $1,240,439 or twelve percent (12%) is designated
or restricted in nature for subsequent years', which require approval by the Town Commission.,

The general fund is the chief operating fund of the Town. At the end of the current fiscal year,
unreserved and undesignated fund balance of the general fund was $7,223,228. As a measure of
the general fund's liquidity, it may be useful to compare both the unreserved fund balance and
total fund balance to total fund expenditures. Unreserved and undesignated fund balance of the
general fund represents eighty four percent of the total general fund expenditures.

-10-



The fund balance of the Town’s general fund increased by $1,991,452 during the current fiscal
year. Key factors in this activity in the fund balance are ag follows:

¢ The property taxes increased by $1,530,977 or twenty-six percent over the prior year
mainly because of increased assessed valuations of the property within the Town.

e Interest eamings increased by $42,826 or ten percent (10%) over the prior year. The
increased interest rates during the current fiscal year were instrumental in this resulting
increase.

The total expenditures of the general fund decreased by $i,995,656 or twenty-three percent over
the prior year. Key factors in this decrease are as follows:

* Bxpenditures of the general government decreased by $892,885 or 28% over the prior year
primarily as a result of a reduction in settlements of prior years' litigation.

» Expenditures of public safety increased by $609,526 or 21% over the prior year primarily
as a result of an increase in personnel services.

e Expenditures for capital outlay decreased $1,664,588 or 94% over the prior year primarily
due to the fact that projects budgeted for expenditure in fiscal year 2007 had not been
completed as of September 30, 2007.

Proprietary Funds

The Town of Surfside's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net assets of the Water and Sewer Fund at the end of the year totaled $1,694,932.
The unrestricted net assets of the Municipal Parking Fund at the end of the year amounted to
$2,119,749. The unrestricted net assets of the Sanitation Fund and Stormwater Utility Fund
totaled $(78,010) and $302,442, respectively. The total growth (decline) in net assets in the
proprietary funds is as follows: Water and Sewer Fund $180,539; Municipal Parking Fund
$204,304; Sanitation Fund $(374,047) and Stormwater Utility Fund $128,001. Other factors
concerning the finances of these funds have already been addressed in the discussion of the
Town of Surfside's business-type activities.

General Fund Budgetary Highlights

During the year there was an increase in appropriations between the original and final amended
budget. Following are the main components of this increase:

» An appropriation of $250,000 for the anticipated increases in legal fees relating to the
settlement of prior years’ litigation.

* An appropriation of $173,000 for anticipated increases in executive department expenses
primarily the Gazette.

¢ An appropriation of $222,000 for negotiated, contractual increases and additional overtime
within the police department

¢ An appropriation of $120,000 for increased recreational departmental services and programs.

-11-



These increases were possible through the usage of the prior years' fund balance.
Capital Assets

The Town of Surfside's investment in capital assets for its governmental and business-type
activities as of September 30, 2007, amounts to $8,754,330 (net of accumulated depreciation).
The investment in capital assets includes land, construction in progress, buildings, improvements
other than buildings, fumiture and equipment, and infrastructure. The investment does not
include governmental infrastructure assets acquired prior to fiscal year ended September 30,
2004, as GASB 34 does not require Phase III governments to report infrastructure retroactively.
The total decrease in the Town's investment in net capital assets for the current fiscal year was
four percent (a two percent reduction for governmental activities and a two percent reduction for
business-type activities).

Major capital asset events during the current fiscal year in the governmental activities included:

* Vehicle acquisitions in the police department totaled $110,104. Equipment acquisitions in
this department including remote mount radio scanners totaled $109,650.

* Vehicle acquisition in the public works department totaled $57,217.

* Acquisitions in general government consist mainly of computers totaling $13,570.

¢ Culture and recreation department acquisitions consisting of primarily library books totaled

$30,298.
Capital Assets (Net of Accumulated Depreciation)
Goyernmental Activitics Business-type Activities Total
2007 2006 2007 2006 2007 2006

Capital assets:
Land $1461,229 $1461220 § - 8 - 51461229 $1461,229
Construction in progress 265494 208,531 - - 265,494 208,531
Buildings 2,913,694  3,155259 - - 2913694  3,155259
Improvements ofher than buildings 193,618 205331 592,160 718313 785,778 923,644
Furniture and equipment 1,399,000  1,208992 147,973 203,634 1546973 1,502,626
Infrastructure 1,781,162 1,874,838 - - 1,781,162 1,874,838
Total assets $8,014,197 $8204,180 § 740,133 $921947 $8754,330 $9,126,127

Additionally, substantial amounts of old and fully depreciated assets were disposed of during the
year and were written off as of year end.

There were no major capital asset events of the business-type activities.

Additional information on the Town of Surfside's capital assets can be found in Note 6 on pages
36 - 37 of this report.

Long-Term Liabilities

The Town of Surfside's long-term liabilities consist only of compensated absences payable to the
Town's employees for earned but unused vacation and sick benefits, which are limited to certain

-12-



maximums. The balances as of September 30, 2007, are as follows:

Payable

Beginning Ending = Within
Balance Additions Deletions Balance One Year
Governmental activities $388,994 §$74655 $159299 $304350 $ 30435
Business-type activities $ 69,637 $27413 § 10,532 § 86518 § 8,653

Additional information of the Town of Surfside's long-term debt (compensated absences) can be
found in Note 7 on page 37 of this report.

Economic Factors and Next Year's Budgets and Rates

The State of Florida, by constitution, does not have a state personal income tax and thercfore the
State operates primarily using sales, gasoline and corporate income taxes. Local governments
(towns and cities, counties, school boards) primarily rely on property and an array of permitted
other taxes (utility taxes, franchise fees and occupational taxes) as well as intergovernmental
revenues for their governmental activities. For business-type activities and certain governmental
activities (construction services and recreational programs), the user pays a related fee or charge
associated with the service.

" The adopted operating budget for fiscal year 2007/08 totals $14.1 million, 4% lower than the
final operating budget for fiscal year 2006/07.

In a special legislative session during June 2007, the Florida Legislature passed and the
Governor signed into law property tax reform bills that have a significant impact on local
government’s tax revenues now and in the future. By statute, for fiscal year 2007/08 the Town
was required to adopt the roliback and then reduce that amount by 9%. For fiscal year 2008/09,
the maximum millage rate will be the roll back rate plus a growth amount based on the per capita
Florida personal income.

On Januvary 29, 2008, the Florida electorate approved an amendment to the Florida Constitution
relative to property taxation. This amendment (referred to as Amendment 1) was placed on the
ballot by the Florida Legislative at a special session held in October 2007. With respect to
homestead property, Amendment 1 increases the current $25,000 homestead exemption by
another $25,000 (for property values between $50,000 - $75,000) except for school district taxes.
Since the new $25,000 homestead exemption does not apply to school district taxes, this
effectively amounts to a $15,000 increase to the existing homestead exemption, resulting in an
estimated annual savings of $240 for an average homeowner. Amendment 1 also allows
property owners to transfer (make portable) up to $500,000 of their Save our Homes benefits to
their next homestead when they move. Save Our Homes became effective in 1995 and limits
(caps) the annual increase in assessed values for homestead property to three percent (3%) or the
percentage change in the Consumer Price Index, whichever is less.

-13-



With respect to non-homestead property, Amendment 1 limits (caps) the annual increase in
assessed value for non-homestead property (business, rental property, second homes, etc.) to ten
percent (10%) except for school district taxes. The Amendment also provides a $25,000

exemption for tangible personal property.

Amendment 1 becomes effective on October 1, 2008, with the exception of the ten percent
(10%) assessment cap on non-homestead property which becomes effective January 1, 2009.

The Town's current millage rate of 5.60 was reduced slightly from 5.603 that was in effect for
the prior fifteen years. Because of the increasing valuations of Town property, the Town
Commission further reduced the millage rate to 4.25 for the year ending September 30, 2008,

The economic condition for the Town during the past year was good, and the outlook for the
future is positive. The occupancy rate for the commercial district is nearly at capacity with no
significant decline anticipated in the foreseeable future.

For business-type and certain governmental activities (construction services and recreational
programs), the user pays a related fee or charge associated with the services.

Water and sewer rates; sanitation fees; and stormwater fees have remained stable.

During the fiscal year ending September 30, 2008, the Town will be considering the following
programs/projects.

o The Town is proceeding with plans for the design and construction project known as the
new Community Center, which includes the community center, aquatics facility, and
library.

Improving the parking facilities in the downtown area.

Planning for and the construction of a beach walking path.

The toutist burean will continue to present art festivals, conduct activities on the beach, and
other community activities for the Town's residents.

» Studies regarding the installation of new storm water pump stations in conjunction with the
Florida Department of Transportation (FDOT). ‘

¢ EBvaluations of and applications for additional grants and additional funding from the State
for various Town projects.

All of the above factors were considered in preparing the Town of Surfside’s budget for the
fiscal year ending September 30, 2008.

Requests for Information

This financial report is designed to provide a general overview of the Town of Surfside’s
finances for all those with an interest in the Town's finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be
addressed to the Town Manager, Town of Surfside, 9293 Harding Avenue, Surfside, Florida
33154,

-14-
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TownN oF SURFSIDE, FLORIDA

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2007
Business-
Governmental type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 10,799,333 $3,789,787 $14,589, 120
Receivables 708,517 382,449 1,090,966
Prepaid items 108,159 30,206 138,365
Restricted assets: ,

Cash and investments - 599,660 599,660
Net pension asset 227,176 - 227.176
Capital assets, not being depreciated 1,726,723 - 1,726,723
Capital assets, being depreciated, net 6,287,474 740,133 7,027,607

Total assets 19,857,382 5,542,235 25,399,617
LIABILITIES
Accounts payable 424,881 133,297 558,178
Accrued liabilities 289,366 59,496 348,862
Customer deposits 66,500 118,021 184,521
Unearned revenue 24,230 21,789 46,019
Noncurrent Habilities:
Due within one year 30,435 8,653 39,088
Due in more than one year 273,915 77,865 351,780
Total liabilities 1,109,327 419,121 1,528,448
NET ASSETS
Invested in capital assets 8,014,197 740,133 8,754,330
Restricted for:

Law enforcement 387,638 - 387,638

Transportation 400,774 - 400,774

Renewal and replacement - 343,868 343,868
Unrestricted 9,945,446 4,039,113  13,984.559

Total net assets $ 18,748,055 $5,123,114 $23,871,169

See notes to basic financial statements.
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TownN or SURFSIDE, FLORIDA

BALANCE SHEET
GOVERNMENTAL FUNDS

SEPTEMBER 30, 2007

Nonmajor Total
Police Special  Governmental Governmental
General  Forfeiture  Projects Funds Funds
ASSETS
Cash and cash equivalents $6,844,430 $577,803 $2,536,870 § 840,230 $§ 10,799,333
Receivables 666,156 - - - 666,156
Due from other funds 443,468 - - . 443,468
Prepaid items 104,240 - - 3,919 108,159
Total assets $8,058,2904 §$577,803 $2,536,870 § 844,149 $ 12,017,116
JABILITIES FUND B NC
Liabilities:
Accounts payable $ 356,618 % - 3 - 8 68,263 § 424,881
Accrued liabilities 283,478 - - 5,388 289,366
Due to other funds - 190,165 153,670 99,633 443,468
Unearped revenues 24,230 - - - 24,230
Customer deposits 66,500 - - - 66,500
Total liabilities 730,826 190,165 153,670 173,784 1,248,445
Fund balances:
Reserved for prepaid items 104,240 - - 3,919 108,159
Unreserved, undesignated reported in;
General fund ' 7,223,228 - - - 7,223,228
Special revenue funds - 387,638 - 635,788 1,023,426
Capital projects funds - - 2383200 30,658 2,413,858
Total fund balances 7,327,468 387,638 2,383,200 670,365 10,768,671
Total liabilities and fund balances $8,058,294 $577,803 $2,536,870 $ 844,149
Amounts reported for governmental activities in the statement
of net assets are different because:
Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds. 8,014,197
Long-term receivables are not available to pay for current period :
expenditures and, therefore, are not reported in the funds 42,361
A negative (NPO) net pension obligation is not considered to represent a
financial asset and therefore is not reported in the governmental fiunds. 227,176
Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds. (304.350)
Net assets of governmental activities $ 18,748,055

See notes to basic financial statements.
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Revenues:
Property taxes
Resort taxes
Utility taxes
Commuunications services tax
Franchise fees
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest earnings
Miscellaneous

Total revenues

Expenditures:

Current:
General government
Public safety
Physical Environment
Culture and recreation
Transportation

Capital outlay

Total expenditures

Excess (deficiency) of revenues
over expenditures

Othber financing sources (uses):
Transfers in
Transfers out

Total other financing
sources (uses)

Net change in fund balances

Fund balances, beginning

Fund balances, ending

TownN oF SURFSIDE, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Nonmajor Total
Police Special  Governmental Governmental

General Forfeiture Projects Funds Funds
$7,377,056 § - - % - § 7,377,056
325,519 - - 152,044 477,563
457,905 - - - 457,905
272,870 - - - 272,870
453,901 - - - 453,901
340,597 - - - 340,597
684,315 - - 174,090 858,405
162,549 - - - 162,549
199,517 6,175 - - 205,692
455,580 30,600 134,162 19,274 639,616
46,300 - - 11,641 57,941
10,776,109 36,775 134,162 357,049 11,304,095
3,106,771 - - 442,958 3,549,729
3,462,000 39,367 - - 3,501,367
805,915 - 27,716 - 833,631
1,144,262 - - - 1,144,262
- - - 76,722 76,722
103,971 129,964 “ 87,352 321,087
8,622,919 169,331 27,716 607,032 9,426,998
2,153,190 (132,556) 106,446 (249,983) 1,877,097
- - - 161,738 161,738
(161,738) - - - (161,738)
(161,738) - - 161,738 -
1,991,452 (132,556) 106,446 (88,245) 1,877,097
5,336,016 520,194 2,276,754 758,610 8,891,574

$7,327,468 3 387,638 $2,383,200

$ 670,365 $ 10,768,671

See notes to basic financial statements.
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TOWN OF SURFSIDE, FLORIDA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Amounts reported for governmental activities in the statement of activities
(Page 16) are different because:

Net change in fund balances - total governmental funds (Page 18) $1,877,097

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period.

The details of the difference are as follows:

Capital outiay $321,287
Depreciation (454,742)
Net adjustment (133,455)
The net effect of varjous transactions involving capital assets 5,148

Under the modified accrual basis of accounting used in the governmental funds,
revenues are not recognized until funds are measurable and available to
finance current expenditures. In the statement of activities, however, which
is presented on the accrual basis, revenues are reported when earned.

The detail of the difference is as follows:
Transit surtax proceeds _ 42,361

Some expenses reported in the statement of activities do not require the
use of current financial resources and, therefore, are not reported as
expenditures in governmental funds.

The detail of the difference is as follows:
Compensated absences 84,644

Governmental funds report pension contributions as expenditures. However,
contributions in excess of annual pension cost is reported 4s a net pension

asset in the statement of net assets (2,219
Change in net assets of govermmental activities (Page 16) $1,873,576

See notes 1o basic financial statements.
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TowN OF SURFSIDE, FLORIDA

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2007
Business-type Activities - Enterprise Funds
Water Nonmajor
and Mumicipal Stormwater
Sewer Parking  Sapitation  Utifity Totals
ASSETS
Current assets: , .

Cash and cash equivalents $1,369,427 $2,125414 $ 4,015 $ 290,931 $3,789,787

Accounts receivables, net 336,805 - 24,282 21,362 382,449

Prepaid items 5,917 1,392 22,897 - 30,206
Total current assets 1,712,149 2,126,806 51,194 312,293 4,202,442

Noncurrent assets:
Restricted assets:
Cash and cash equivalents 599,660 - - - 599,660
Total restricted assets 599,660 - - - 599660
Capital assets:
System and other improvements 1,273,252 729,279 - 265,728 2,268,259
Equiproent 126,923 101,359 343,512 - 571,794
1,400,175 830,638 343,512 265,728 2,840,053
Less accumulated depreciation (1,172,680)  (688,000) (219,310) (19,930) (2,099,920)
Total capital assets, net 227,495 142,638 124,202 245,798 740,133
Total noncurrent assefs 827,155 142,638 124,202 245,798 1,339,793
Total assets . 2,539304 2269444 175,396 558,091 5,542,235
LIABILITIES
Current liabilities:

Accounts payable 70,742 3,403 50,564 8,588 133,297

Accrued ljiabilities 42,235 2,566 13,645 1,050 59,496

Compensated absences 2,908 109 5,615 21 8,653

Unearned revenue 12,933 - 8,856 - 21,789

Payable from restricted assets:

Customer deposits 118,021 - - - 118,021
Total current liabilities 246,839 6,078 78,680 9,659 341,256
Noncurrent liabilities:

Compensated absences 26,170 979 50,524 192 77,865
Total noncurrent liabilities 26,170 979 50,524 192 77,865
Total labilities 273,009 7,057 129,204 9,851 419,121

NET ASSETS
Invested in capital assets 227,495 142,638 124,202 245,798 740,133
Resiricted for renewal and replacement 343,868 - - - 343,868
Unrestricted 1,694,932 2,119,749 _ (78,010) 302,442 4,039,113
Total net assets $2,266,295 $2,262,387 $ 46,192 $ 548,240 $5,123,114

See notes to basic financial statements.
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Operating revenues:
Charges for services:

Water sales
Sewer charges
Parking fees
Garbage charges
Recycling fees
Drainage fees
Miscellaneous

Total operating revenues

Operating expenses:
Personal services
Administrative
Water system
Sewer system
Solid waste system
Depreciation
Total operating expenses

Operating income (loss)

Nonoperating revenues:
Interest eamings

Total nonoperating revenues
Income (loss) before contributions

Capital contributions:
System development fees

Change in net assets

Net assets, beginning

Net assets, ending

See notes to basic financial statements.

TowN OF SURFSIDE, FLORIDA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Business-type Activities - Enferprise Funds

Water Nonmajor
and Municipal Stormwater
Sewer Parking  Sanitation Utility Totals
$ 659,672 § - 3 - % - § 659,672
851,085 - - - 851,085
- 288,959 - - 288,959
- - 698,584 - 698,584
- - 77,637 - 77,637
- - - 114,134 114,134
2,000 - 21,807 - 23,807
1,512,757 288.959 798,028 114,134 2,713,878
251,119 63,608 588,234 33,870 936,831
34,377 37,679 137,560 53,814 263,430
587,629 - - - 587,629
496,105 - - - 496,105
- - 412,208 - 412,208
59,028 75,428 34,073 13,286 181,815
1,428,258 176,715 1,172,075 100,970 2,878,018
84,499 112,244  (374,047) 13,164 (164,140)
95,279 92,060 - 13,713 201,052
935,279 92,060 - 13,713 201,052
179,778 204,304  (374,047) 26,877 36,912
761 - ~ - 761
180,539 204,304  (374,047) 26,877 37,673
2,085,756 2,058,083 420,239 521,363 5,085,441
$2,266,295 $2,262,387 $ 46,192 § 548,240 $5,123,114
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TowN or SURFSIDE, FLORIDA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Business-type Activities - Enterprise Funds
Water : Nonmajor
and Municipal Stormwater
Sewer Parking  Sanitation = Utility Totals

Cash flows from operating activities:

Receipts from customers $1,493,564 $ 288,959 $1,132,669 $ 114222 $ 3,029.414
Payments to suppliers (1,091,692) (36,475 (527,127 (54,465) (1,709,759
Payments to etmployees (248,403) (68.243) (607,801 _ (33,490) (957,937
Net cash provided (used) by
operating activities 153,469 184,241 (2,259) 26,267 361,718

Cash flows from capital and related

financing activities: ,
Capital contributions 761 - - - 761
Net cash provides by capital and
related financing activities 761 - - - 761
Cash flows from investing activities:
Interest received 95,279 92,060 - 13,713 201,052
Net cash provided by '
investing activities 95,279 92,060 - 13,713 201,052
Net increase (decrease) in cash and
cash equivalents 249,509 276,301 (2,259 39,980 563,531
Cash and cash equivalents, beginning 1,719,578 1,849,113 6,274 250,951 3,825,916
Cash and cash equivalents, ending $1,969,087 $2,125414 $§ 4,015 $ 290931 §$ 4,389447
Cash and cash equivalents per
staternent of net assets;
Unrestricted $1,369,427 $2,125414 § 4,015 $ 290931 § 3,789,787
Restricted 599,660 - - - 599,660

$1,969,087 $2,125414 $§ 4,015 $ 290,931 § 4389447

{Continued)

See notes to basic financial statements.
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TowN oF SURFSIDE, FLORIDA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

(Continued)

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Reconciliation of operating income (loss) to
net cash provided by operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash provided by operating activities:-
Depreciation and amortization
Change in operating assets and liabilities:
(Increase) decrease in:
Accounts receivable
Due from other governments
Prepaid items
Increase (decrease) in:
Accounts payable
Accrued liabilities
Deferred revenue
Compensated absences
Customer deposits
Total adjustments

Net cash provided (used) by
operating activities

Business-type Activities - Enterprise Funds

Water Nonmajor
and Municipal Stormwater
Sewer Parking  Sanitation tifi)

$ 84499 $112244 $(374,047) $

Totals

13,164 $(164,140)

59,028 75,428 34,073 13,286 181,815
(20,446) - 3,805 88  (16,463)
- - 330,881 - 330381
(6.917)  (1,392)  (22,897) - (30206)
28,000 2,596 45538 (651) 75483
(2,547)  (4,300) (31,519 380 (37,986)
1,253 - (135) - 1,118
5,263 (335) 11,952 - 16,880
4,336 - - - 4336
68,970 71,997 _ 371,788 13,103 525,858
$153,469 $184,241 $  (2,259) $ 26267 $ 361,718

See notes to basic financial statements.
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TownN OF SURFSIDE, FLORIDA

STATEMENT OF FIDUCIARY NET ASSETS
PENSION TRUST FUND

SEPTEMBER 30, 2007

ASSETS

Cash and cash equivalents

Receivables:
Plan members' contributions
Interest

Total receivables

Prepaid insurance

Investments, at fair value:
U.S. Government securifies
U.S. Government agency bonds
Mortgage backed securities
Corporate bonds
Common stocks

Total investments
Total assets

LIABILITIES AND NET ASSETS
Accounts payable
Refunds payable
Total liabilities

Net assets held in trust for pension benefits

See notes to basic financial statements.

$ 594206

19,784

38,056
57,840

1,230

289,240
570,840
1,022,906
671,387
8,307,834
_10,862.207
_11,515,483

22,401
8,479

30,880

$11,484,603



Town or SURFSIDE, FLORMA

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
PENSION TRUST FUND

FISCAL YEAR ENDED SEPTEMBER 30, 2007

ADDITIONS

Contributions:
Employer's contributions
Plan members' contributions

Total coniributions

Investment earnings:
Interest
Dividends
Net increase in fair value of investments

Less investinent expenses
Net investment earnings
Total additions

DEDUCTIONS
Benefits

Refunds

Administrative expenses

Total deductions

Net increase

Net assets in trust for pension benefits:
Net assets, beginning

Net assets, ending

See notes to basic financial statements.
25,

$ 264,370
257,583

021,953

136,452
205,055
1,157,457
1,498,964
64,599

1,434,365
1,956,318

482,119
286,050
__ 39,112

807,281

1,149,037

10,335,566

$11,484,603
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NOTE 1.

TowN OF SURFSIDE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Surfside was incorporated on May 19, 1935. The Town of Surfside's Charter was
adopted under the provisions of Chapter 27914, Laws of Florida, 1951. The Town is governed
by an elected five-member Board of Commissioners and operates under a commissioner-manager
form of government. The Town provides services to its approximately 5,600 residents in many
areas including general government, public safety (police), physical environment, solid waste
collection, transportation (meaintenance of roads and streets), culture and recreation, tourism
development, water and sewer utilities, and general administrative services.

The summary of the Town of Surfside, Florida's (the Town) Significant Accounting Policies is
presented to assist the reader in interpreting the financial statements and other data in this report.
These policies are considered essential and should be read in conjunction with the accompanying
financial statements.

The financial statements of the Town of Surfside, Florida (the Town) have been prepared in
conformity with accounting principles generally accepted in the United States (GAAP) as applied
to governmental units. The Goverpmental Accounting Standards Board (GASB) is the accepted
standard-sefting body for establishing governmental accounting and financial reporting
principles. The more significant of the Town’s accounting policies are described below:

A. Financial Reporting Entity

In accordance with accounting principles generally accepted in the United States, these
financial statements present the Town and its organizations for which the Town is considered
financially accountable. Financial accountability includes 1) the appointment of a voting
majority of the organization's governing body, 2) the ability of the primary government to
impose its will on the organization, or 3) if there is a financial benefit/burden relationship. In
addition, an organization, which is fiscally dependent on the primary government, should be
included in its reporting entity. Based on the application of these criteria, there were no
organizations that met the criteria described above.

B. Government~Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement
of activities) report information on all of the nonfiduciary activities of the Town. The effect
of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.

The staternent of activities demonstrates the degree to which the direct expenses of a fimction
or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or identifiable activity. Program revenues include 1)
charges to customers or applicants who purchase, use or directly benefit from goods, services,
or privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues. The Town does not employ an indirect cost allocation system.
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TownN OF SURFSIDE, FLORIA

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

Government-Wide and Fund Financial Statements (Continued)

Separate financial statements are provided for governmental funds, proprietary funds, and the
fiduciary fund, even though the latter is excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the find financial statements. All remaining nonmajor
governmental fands are aggregated and reported as other governmental funds.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The govermment-wide financial staternents are reported using the ecomomic resources
meaqsurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of the related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmenta! fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafier to pay liabilities
of the current period. For this purpose, the Town considers revenues to be available if they
are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as required by accrual accounting, except for debt
service expenditures and expenditures related to compensated absences, which are recorded

when payment is due.

Property taxes and other taxes (such as franchise taxes, utilities taxes, and sales tax) , charges
for services, intergovernmental revenue, licenses, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. Revenues for expenditure driven grants are recognized
when the qualifying expenditures are incurred. All other revenue items are considered to be
measurable and available only when cash is received by the Town. .

The reporting practices of the Proprietary Fund Types closely parallel comparable commercial
financial reporting, which recognize revenue when earned and expenses when incurred (the
accrual basis) including, in the case of the Enterprise Fund, depreciation on its exhaustible
fixed assets. Earned, but unbilled service receivables have been accrued as revenue in the

Enterprise Funds.
The Town reports the following major governmental funds:

The General Fund is the Town's primary operating fund. Tt accounts for all financial
resources of the general government, except those required to be accounted for in another

fund.
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TowN 0¥ SURFSIDE, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation
(Continued)

The Police Forfeiture Fund is a special revenue fund which accounts for the proceeds of
police forfeitures and confiscations, and expenditures, which are restricted to approved
functions and activities.

The Special Projects Fund is a capital projects fund which accounts for the special projects
of the Town, mainly capital, which have received the approval of the Town Commission.

The Town reports the following major proprietary funds:

The Water and Sewer Fund is used to account for water and sewer utility operations,
which are financed and operated in a manner similar o private business enterprises.
The intent of the Town is that the costs.(expenses including depreciation) of providing
services to the general public on a continuing basis be financed or recovered primarily
through user charges.

The Municipal Parking Fund accounts for all parking revenues and expenses.

The sanitation fund is used to account for the activities of the Town residential and
commercial refuse, recycling and waste collection systen.

The nonmajor proprietary fund of the Town is as follows:

The storm water utility fund is used to account for the stormwater utility fees, which are
collected to construct, operate, and maintain a stormwater management system.

Additionally, the government reports the following fund types:

The Pension Trust Fund is used to account for the Town’s single-employer defined
benefit pension plan covering substantially all of its employees.

The private sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in both the government-wide and proprietary fund financial
statements to the extent that those standards do not conflict with or contradict guidance of the
Govemnmental Accounting Standards Board. The Town has the option of following subsequent
private-sector guidance for their business-type activities and enterprise funds subject to this
same limitation. The Town has elected not to follow subsequent private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-
wide financial statements. Exceptions to this general rule are charges between the Town's
water and sewer fimction and various other functions of the Town. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.
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NOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Coatinued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation
(Continued)

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than program revenues. The general revenues include all taxes.

Proprietary Funds distinguish operating revenues and expenses from nomoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund's principal ongoing operations. The
principal operating revenues of the Town's enterprise fund are charges to customers for
services, administrative expenses and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Town’s policy
to use restricted resources first, then unrestricted resources as they are needed.

D. Assets, Liabilities and Net Assets or Equity
1. Deposits and Investments

The Town utilizes a pooled cash account for cash and investments of ali Town funds other
than those which are required to be physically segregated. The pooled cash account
concept allows cach participating fund to benefit from the economies of scale and
improved yield which are inherent to a larger investment pool. Formal accounting records
detail the individual equities of the participating funds. The pooled cash system utilizes a
single checking account for Town receipts and disbursements with a separate checking
account for payroll disbursements.

The Town's cash and cash equivalents are considered to be cash and shori-term
investments with original maturities of three months or less from the date of acquisition.
The Town's cash and cash equivalents include cash on hand, demand deposits, certificates
of deposit and investments with the Local Government Surplus Fund administered by the
State Board of Administration.

The Town's investment policy follows the requirements of Florida Statutes Chapter
218415, and attempts to promote, in order of priority, safety of principal, adequate
liquidity, and maximization of total return. Investroents in the Town of Surfside's Iocal
government surplus funds are governed by the provisions of Florida Statutes Section
218.415. Investments in the Town's retirement plan are governed by the Plan's investment
policy. All investments of the Town, except the State Board Investment Pool, are recorded
at fair value based on quoted market prices. Investments in the State Board Investment
Pool are stated at the fair value of its position in the pool, which is the same as the value of
its pool shares. Income is recorded in the respective funds as it is earned.
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TowN OF SURFSIDE, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. Assets, Liabilities and Net Assets or Equity (Continued)

2. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either "due to/from other funds”
(i.e., the current portion of interfund loans) or "advances to/from other funds" (i.e., the
non~current portion of the interfund loans). Any residual balances outstanding between the
governtmental activities and business-type activities are reported in the government-wide
financial statements as "internal balances”.

. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid iterns in the fund financial statements.

. Restricted Asseis

Certain resources set aside for the repayment of certain obligations are classified as
restricted assets on the balance sheet because they are maintained in separate bank
accounts and their use is limited. Additionally, the Town reports amounts paid by
customers for water and sewer deposits as restricted assets.

. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
sidewalks and other similar items), are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements.

Capital assets are defined by the government as assets with an initial, individual cost of
more than $1,000 and an estimated useful life in excess of one year, except for the Library
Fund, which records the purchases of all books as assets. Capital assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at estimated fair market value at the date of donation. The costs of
normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives arc not capitalized. The Town has not retroactively reported
infrastructure assets acquired prior to the implementation of GASB Statement No. 34 and
is not required due to classification as a pbase 3 government.

Major outlays for capital assets and improvements are capitalized as projects are
constructed.
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Town or SURFSIDE, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFXCANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities and Net Assets or Equity (Continued)

s.

7.

Capital Assets (Conﬁnued)

Capital assets of the Town are depreciated using the straight-line method over the
estimated useful lives:

Assets Years

Buildings 15-50

Improvements other than buildings 10-30

Machinery and equipment 5-10

Infrastructure 15-30
Compensated Absences

The Town's policy is to permit employees to accumulate earned but unused sick as well as
vacation pay bepefits, limited to certain maximums. All vacation and sick pay is accrued
when incurred in the government-wide and proprietary fund financial statements. A
liability for these amounts is reported in governmental funds only if they have matured, for
example, as a result of employee resignations and retirements. Compensated absences of
governmental funds are typically liguidated from the general fund.

Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable business-type activities or proprietary fund type statement of net assets.

. Fund Equity/Net Assets

In the fund financial statements, goverynental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. Designations of fund balance, where noted, represent
tentative management plans that are subject to change.

The government-wide and proprietary fund financial statements utilize a net asset
presentation. Net assets are categorized as invested in capital assets (net of related debt),
restricted, and unrestricted.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenditures/expenses during the reporting period. Actual results
may differ from management's estimates.
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TownN OF SURFSIDE, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
{Continned)

NOTE 2. DEPOSITS AND INVESTMENTS
Deposits

In addition to insurance provided by the Federal Depository Imsurance Corporation, ali
deposits are held in banking institutions approved by the State Treasurer of the State of Florida
to hold public funds. Under Florida Statutes Chapter 280, Florida Security for Public
Deposits Act, the State Treasurer requires all Florida qualified public depositories to deposit
with the Treasurer or another banking institution eligible collateral. In the event of a failure of
a qualified public depository, the remaining public depositories would be responsible for
coveting any resulting losses. Accordingly, all amounts reported as deposits are insured or
collateralized with securities held by the entity or its agent in the entity’s name.

Investments — Town

The Town's Investment Policy authorizes Town officials to invest in those instruments
authorized by the Florida Statutes and the Town's Investment Policy, including the certificates
of deposit and money market funds (placed with "qualified public depositories”) ; U.S.
Treasury and Governmment Agency securities; corporate bonds; commercjal paper; mutual
funds; repurchase agreements; and the Local Government Surplus Trust Fund administered by
the Florida State Board of Administration, Local Government Surplus Funds Trust Fund
(L)GSF). The State Board of Administration is part of the Florida Local Government Sueplus
Funds Trust Fund and is governed by Ch. 19-7 of the Florida Administrative Code. These
rules provide guidance and establish the general operating procedures for the administration of
the Florida Local Government Surplus Funds Trust Fund. Additionally, the Office of the
Auditor General performs the operational audit of the activities and investments of the State
Board of Administration. The Florida Local Government Surplus Funds Frust Fund is not a
registrant with the Securities and Exchange Commission (SEC); however, the board has
adopted operating procedures consistent with the requirements for a 2a-7 fund. The SBA has
reported that the Local Government Surplus Funds Trust Fund is a “2a-7 like” pool and,
therefore, these investments are valued using the pooled share price.

The LGSF is not required to make many of the disclosures required by GASB 40 since it is a
2a-7 pool, which is similar to money market funds where shares are owned in the fund rather
than in the actual underlying investments. As of September 30, 2007, the Town’s investment
in the state investment pool is not rated by any rating organizations and there is no interest
rate risk since the funds are considered liquid at September 30, 2007. There is no exposure to
foreign currency risk, because this external pool is buying and selling shares in United States
dollars. Additionally, this pool did not hold any investments in currency other than United
States dollars during the entire fiscal year. See Note 10 for a subsequent event relating to the
state investment pool.

Invesiments — Pension Trust Fund
The investment activity of the Plan is directed by an investment advisory firm. The

Investment Manager is empowered to invest in cash or cash equivalents, fo which quality and
minimum risk guidelines apply. The Investment Manager may also invest in U.S. Government
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TowN oF SURFSIDE, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

DEPOSITS AND INVESTMENTS (Continued)

Investments — Pension Trust Fund (Continued)

obligations; certificates of deposit with major money center banks; commercial paper rated A-1
or P-1 by Standard and Poor's or Moody 's respectively; U.S. Government and Government
agency securities; and bonds or other evidence of indebtedness issued by a corporation listed
on one or more of the recognized national stock exchanges or National Market System of the
NASDAQ with an investment quality rating within the top three rating classifications by either
Standard and Poor's or Moody's; and equity securities listed on one of the Nation's major stock
exchanges with an investment quality ranking within the top three quality classifications by a
major rating service. The aggregate investment in any issuing company shall not exceed five
percent of the outstanding capital stock, nor shall it exceed ten percent of the fund equity
assets. According to the Investment Policy the allowable investment in equities is sixty-five
percent (65%) of total assets at market value.

As of September 30, 2007, the investment in equities totaled 66.6% of the total assets
excluding the mutual funds, which are not under management. The Investment Manager was
advised to rebalance the investment portfolio so that the investments in equities at market
would be sixty- five percent (65%) in accordance with the investment policy.

As of September 30, 2007, the Plan has the following investments types.

Weighted
Average Maturity
Fair Value (Years)

Investraents:
U.S. treasuries $ 289,240 14.231
Government agency bonds 570,840  3.566
Mortgage backed securities 1,022,906  3.283
Corporate bonds 671,387  6.134

Total fair value $2,554,373
Portfolio weighted average maturity 4,794
Interest Rate Risk

In accordance with its investment policy, the Plan manages its exposure to declines in the
fair market value of its securities through a conservative approach of managing portfolio
exposure to duration, maturity and sector relative to market indices.

Credit Risk

State law limits investments in commercial paper to the two top ratings issued by
nationally recognized statistical rating organizations (NRSROs). It is the Plaa's policy to
limit jts investments in these investment types to the top rating issued by the NRSROs. As
of September 30, 2007, the Plan's investments in the U.S. Treasury Portfolio was AAA by
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NOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

£

NOTE 2. DEPOSITS AND INVESTMENTS (Continued)
Investments — Pension Trust Fund (Continued)
Credit Risk (Continued)

Standard & Poor's, and Aaa by Moody's Investors Service. The Investment Policy of the
Plan states it is permitted to invest in corporate bonds with an investment quality rating

~with the three top rating-classifications by at least two major rating services (Standards &
Poor, Moody's or Fitch). The corporate bonds held by the Plan were in the top three rating
classifications. The mortgage backed securities were ranked AAA and Aaa by Standard &
Poor's, and Moody's, respectively.

Concentration of Credit Risk

The Plan's investment policy does not allow for an investment in any one issuer, other than
U.S. Government securities, that is in excess of five percent of the Plan's fotal net assets.
No investment in any one organization represents five percent or more of the net assets
available for benefits.

Custodial Credit Risk ~ Investments

For an investment, this is the risk that, in the event of the failure of the counterparty, the
Plan will not be able to recover the value of its investments or collateral securities that are
in the possession of an outside party. All of the securities, whether fixed or equities are
held in the name of the Plan.

NOTE 3. RECEIVABLES

Receivables as of September 30, 2007 for the Town's individual rajor funds and non-major
stormwater fund, including the applicable allowances for uncollectible accounts, are as follows:

Water Nonmajor
General and Stormwater
Fund Sewer Sanitation  Utility Total
Receivables:
Property taxes $ 212,831 § - 3 - & - § 212,831
Intergovernmental 42,948 - - - 42,948
Other 410,377 - - - 410,377
Accounts — billed - 64,385 32,273 2,317 98.975
Accounts — unbilled - 276,750 - 19,045 295,795
Gross receivables 666,156 341,135 32,273 21,362 1,060,926
Less allowance for uncollectibles - (4,330) (7,991 - (12,321)
Net total receivables $ 666,156 $336,805 $24282 $ 21,362 $1,048,605




NOTE 4.

NOTE 5.

TownN OF SURFSIDE, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

PROPERTY TAXES

Under Florida law, the assessment of all properties and the collection of all county, municipal and
school board taxes are consolidated in the offices of the County Property Appraiser and County
Tax Collector. The laws of the State regulating tax assessments, also, are designed to assure a
consistent property valuation method statewide. State statutes permit municipalities to levy
property taxes at a rate of up to 10.0 mils. The millage rate assessed by the Town for the fiscal
year ended September 30, 2007, was 5.60. The tax levy of the Town is established by the Town
Commission prior to October 1 each year, and the County Property Appraiser incorporates the
millage into the total tax levy, which includes Miami-Dade County, Miami-Dade County School
Board and special taxing districts.

All property is reassessed according to its fair market value as of January 1 each year. Each
assessment roll is submitted to the Executive Director of the State Department of Revenue for
review to determine if the rolls meet all of the appropriate requirements of State Statutes.

All real and tangible personal property taxes are due and payable on November 1 of each year or
as soon thereafter as the assessment roll is certified by the County Property Appraiser. Miami-
Dade County mails to each property owner on the assessment roll a notice of taxes due and
Miami-Dade County collects the taxes for the Town. Taxes may be paid upon receipt of such
notice from Miami-Dade County, with discounts at the rate of four percent (4%) if paid in the
month of November, three percent (3%) if paid in the month of December, two percent (2%) if
paid in the month of January, and one percent (1%) if paid in the month of February. Taxes paid
during the month of March are without discount and all unpaid taxes on real and tangible
personal property become delinguent and liens are placed on April 1 of the year following the
year in which the taxes were assessed. Procedures for the collection of delinquent taxes by
Miami-Dade County are provided for in the laws of the State of Florida. As of September 30,
2007, there were no material delinquent taxes.

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund Receivables/Payables
The composition of the interfund balances as of September 30, 2007, is as follows:

Due to/from other funds:

Receivable Fund Payable Fund Amount
General Fund Special Projects Fund $153,670
General Fund Police Forfeiture Fund 190,165
General Fund Nonmajor Governmental Funds 99,633

$443,468

The outstanding balances between funds result mainly from the time lag between the dates that (1)
interfund goods and services are provided or reimbursable expenditures oceur, (2) transactions are
recorded in the accounting system, and (3) payments between the funds are made.
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NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

NOTE 5. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS (Continved)

Interfund Transfers
There was one Interfund transfer for the year ended September 30, 2007 for $161,738 from
the General Fund to the Library Fund to support the operations of the library.

NOTE 6. CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2007 was as follows:

Begiming Ending
Balances Increage Decrease Ralances

Governmental activities
Capital assets not being depreciated:

Land $1461229 § -3 - $1461229
Construction in progress 208,531 56,963 - 265,494
Total capital assets, not being depreciated 1,669,760 56,963 - 1,726,723

Capital assets being depreciated: .

Buildings 4314248 - 182866 4,131,332
Improvements other than buildings 234,623 - - 234,623
Furniture, fixtures and equipment 2,548,317 320,839 46,560 2,822,556
 Infrastructure 1,911,266 - - 1911266
Total capital assets, being deprecinted 9,008,454 320,839 229426 9,099,867
"Less accumulated depreciation for:

Buildings 1,158,989 86,129 27430 1,217,688
Improvements other than buildings 29,292 11,713 - 41,005
Furniture, fixtures and equipment 1,249325 263224 88,953  1423,596
Infrastructure 36428 93.676 - 130,104

2,474,034 454,142 116383 2,812,393
Total capital assets being depreciated, net 6,534,420 (133,903) 113,043 6287474
Governmental activities capital assets, net $8204,180 § (76940) $113,043 $3,014,197

Business-type activities

Captital assets being depreciated:
Improvements other than buildings $2,268563 3% - $ 303 $2,268260
Equipment 571,793 - - 571,793
2,840,356 - 303 2,840,053
Less accurmilfated depreciation for: .
Improvements other than buildings 1,549,946 126,154 - 1,676,100
Equipment 368,159 55,661 - 423,820
1,918,105 181,815 - 2,099,920
Business-type activities capital assets, net $ 922251 $ (181,815) § 303 § 740,133
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NOTES TO BASIC FINANCIAL STATEMENTS
~ (Continued)

NOTE 6. CAPITAL ASSETS (Continued)

Depreciation expense was charged to functions/programs of the Town as follows:

Govérnmental activities:

General government $124,138
Public safety 97,705
Physical environment 126,074
Culture and recreation 93,912
Transportation ' ' __ 12913

Total depreciation expense — government activities $454,742

Business-type activities:

‘Water and sewer $ 59,028
Municipal parking 75,428
Sanitation 34,073
Stormwater utility 13,286

Total depreciation expense — business-type activities $181.815

NOTE 7. LONG-TERM LIABILITIES
Compensated Absences

Changes in long-term liabilities for the fiscal year ended September 30, 2007 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Governmental activities:
Compensated absences $ 388994 $74,655 § 159,299 $304,350 $ 30,435

Business-type activities:
Compensated absences $ 69,637 $27413 $ 10,532 $ 86518 $ 8,653

NOTE 8. EMPLOYEE RETIREMENT PLAN

The following brief description of the Retirement Plan is provided for general information
purposes only. Participants should refer to the Plan documents for more complete information.

Plan Description

The Retirement Plan is a contributory defined benefit single-employer retirement plan
covering substantially all employees of the Town of Surfside. All full-time employees
became members of the Plan immediately upon employment. The admisistration of the Plan
is under the responsibility of a five-member Board of Trustees, which is subject to the
ultimate authority of the Town Commission.
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NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

NOTE 8. EMPLOYEE RETIREMENT PLAN (Continued)
Plan Description (Continued)

The Retirement Plan was established by a Town ordinance approved by the Commissioners
and effective January 1, 1962. The Plan is also subject to certain provisions of Chapter 112,
Florida Statutes, The benefit provisions and all other requirements, and amendments are
established by Town Ordinance.

Financial statements for the Retirement Plan for Employees of the Town are separately issued
and are available at the Town Hall location at 9293 Harding Avenue, Surfside, Florida.

Funding Policy

Funding of the Plan is provided by contributions from the Town and the employees. The
Town's funding policy provides for annual actuarially determined periodic contributions at
rates that, for individual employees, increase gradually over time so that sufficient assets will
be available to pay benefits when due. The Town contributions to the Plan totaled $264,370
for the year ended September 30, 2007.

Initially employees were required to contribute either 5% of their salary or after October 1,
1979, members as of that date had the irrevocable option to contribute either 5% or 7% of
their compensation. Effective July 1, 1996, each member had the irrevocable option to
increase his or her contribution rate from 5% to 7% or 8% of compensation. See the section
below entitled Police Officers for the funding policy and service retirement benefits and other

provisions for Police Officers effective October 1, 2005. ’

Police Officers

In accordance with the contract with the Police Officers the following Retirement Plan
provisions, as summatized below, are effective October 1, 2005, only for certified law

enforcement members:

Police Officers will contribute 8% of eamable compensation. The multiplier for the years
of creditable service rendered on or after October 1, 2005 is 3%. The multiplier increased
to 3-1/2% on October 1, 2006.

At multipliers of 3% and 3-1/2%, the maximum total benefit payable is 75% and 90%,
respectively, _

The average final compensation will be computed using the employee's highest three years
of basic compensation.

Normal retirement will be upon completion of twenty years of creditable service and the
attainment of the age of fifty-two or upon the completion of twenty-five years of creditable

service.

A five-year Deferred Retirement Option Program (DROP) Plan was adopted.
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EMPLOYEE RETIREMENT PLAN (Continued)
Summary of Significant Accounting Policies

Basis of Accounting

The Retirement Plan for Employees of the Town of Surfside's financial statements are
prepared on the accrual basis of accounting, reflecting income when earned and
contributions for the year (regardless of when received) and expenses and other obligations
when incurred (regardless of when paid}. Benefit payments and refunds of contributions
are recorded as they become due, and payable in accordance with the terms of the Plan.
Plan member contributions are recognized in the period in which the contributions are due.
Employer contributions are recognized when due and payable, and the employer has made
a formal commitment to provide the contributions.

Method Used to Value Investments

The Retirement Plan investments are reported at fair value, and are managed by third-party
money managers. The Retirement Plan's custodian and individual money manager price
each instrument (using various third party pricing sources) and reconcile material
differences. Investments that do not have an established market are reported at estimated
value. Performance reporting, manager fees, and the retirement’s asset valuation are based
on the custodian's determination of value.

The net assets of the Retirement Fund are the difference between the total plan assets and
the total plan liabilities, and are held in frust for pension benefits.

Both realized and unrealized gains/losses are recogmized under the Net Appreciation
{Depreciation) in the Fair Value of Investments.

Investment and administrative expenses of the Plan may be paid either by the Town or by
the Plan. It is the policy of the Town that these expenses are to be paid by the Plan.

Annual Pension Cost and Net Pension Asset

The Town's annual pension cost and net pension asset for the current year are as follows:

Annual required contribution $ 264,370
Toterest on Net Pension Asset (NPA) (17,205)
Adjustment to ARC 19,424
Annual pension cost ) 266,589
Town contributions : (264,370)
Decrease in NPA 2,219

Net pension obligation (asset):

Beginning of year (229,395)
End of year $(227,176)
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NOTE 8. EMPLOYEE RETIREMENT PLAN (Continued)
Annual Pension Cost and Net Pension Asset (Continued)

Annual Pension Cost (APC) is a measure of the periodic cost of an employer's participation in
a defined benefit pension plan. The APC for the last three fiscal years follows:

Three Year Trend Information

Annual  Percentage Net Pension
Pension of APC  Obligation

Fiscal Year End Cost (APC) Confributed  (Asset)
September 30, 2005 . $ 991 100% $ (203,829)
September 30, 2006 205,246 100% (229,395)
September 30, 2007 266,589 100% (227,176)

Additional information as of the October 1, 2005, Actuarial Valuation Report, which was used
to compute the annual required contribution for the year ended September 30, 2007, is as

follows:
Actuarial valuation date October 1, 2005
Contribution rates:

Employer 6.5%

Plan members 6.7%
Actuarial cost method Entry age
Amortization method Level dollar amount, closed
Remaining amortization period 30 years
Asset valuation method Five-year smoothed market
Actuarial assumptions

Investment rate of return* 7.5%

Projected salary increases*® 6.0%

Cost of living adjustments 1.5%

*Includes inflation at 4.0%

The Town utilizes a beginning of the year Actuarial Valuation. The Actuarial Valuation
Report dated October 1, 2006, will be used to compute the Town's pension contribution for
the year ending September 30, 2008.

NOTE 9. COMMITMENTS AND CONTINGENCIES

Risk Management
The Town is exposed to various risks and losses related to torts, theft of or damage to and

destruction of assets, errors and omissions, injuries to employees, and natural disasters. The
Town participates with other municipalities and governmental units in a public entity risk pool
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NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

NOTE 9. COMMITMENTS AND CONTINGENCIES (Continued)
Risk Management (Continued)

administered by the Florida League of Cities Public Risk Services known as the Florida
Municipal Insurance Trust (FMIT). The Town pays annual premiums to the FMIT for its
general liability insurance, commercial real and personal property, including electronic data
processing equipment, automobile, liability, and physical damage insurance coverage.

The Town also participates in the Florida League of Cities public risk pool known as the
Florida Municipal Self Insurers Fund (FMSIF) to which it pays annual preminms for its
workers compensation insurance. The agreement with these public risk pools provide that the
pools will be self-sustaining through member premiums and will reinsure through commercial
companies for workers' compensation and liability insurance for claims in excess of
$1,000,000. All policies are issued by FMIT and FMSIF on a non-assessable basis.

The Town maintains commercial insurance for corporate fiduciary Hability, flood, and
windstorm coverage. There was no reduction in insurance coverage from coverages in the
prior year and there were no settlements that exceeded insurance coverage for each of the past

three years.
Litigation

The Town is a defendant in various lawsuits including personal injury claims, challenges to
Town zoning Ordinances, and general liability claims. It is the opinion of Town
Management, after giving comsideration to its insurance coverage and Florida Statutory
limitations of governmental liability, that the ultimate resolution of these matters will not have
a matetial adverse effect on the financial position and results of operations for the year ended
September 30, 2007, as presented in the accompanying financial statements. Thus, no lability
for these various claims has been included in these financial statements.

NOTE 10. SUBSEQUENT EVENTS
1. State Board of Administration’s Local Gevernment Surplus Funds Trust Fund

As discussed in Note 2, at September 30, 2007, the Town of Surfside had $11,777,654
invested in the State Board of Administration’s Local Government Surplus Funds Trust Fund
Investment Pool (Pool). On November 29, 2007, the State Board of Administration
implemented a temporary freeze om the assets held in the Pool due to an unprecedented
amount of withdrawals from the Fund coupled with the absence of market liquidity for certain
securities within the Pool. The significant amount of withdrawals followed reports that the
Pool held asset-backed commercial paper that was subject to subprime mortgage risk.

On December 4, 2007, based on recommendations from an outside financial advisor, the State

Board of Administration restructured the Pool into two separate pools. Pool A consisted of all
money market appropriate assets, which was approximately $12 billion or 86% of Pool assets.
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NOTES TO BASIC FINANCiAL STATEMENTS
(Continued)

NOTE 10. SUBSEQUENT EVENTS (Continued)

I. State Board of Admiajstration’s Local Government Surplus Fuads Trust Fund
(Continued)

Pool B consisted of assets that either defaulted on a payment, paid more slowly than expected,
and/or had any significant credit and liquidity risk, which was approximately $2 billion or
14% of Pool assets. At the time of the restructuring, all current pool participants had their
existing balances proportionately allocated into Pool A and Pool B.

Pool A participants may withdraw 15% of their balance or $2 million, whichever is greater,
without penalty. Withdrawals from Pool A in excess of the above limit are subject to a 2%
redemption fee. New investments in Pool A are not subject to the redemption fee or
withdrawal restrictions. Future withdrawal provisions from Pool A will be subject to forther
evaluation based on the maturities of existing investments and the liquidity requirements of
the Pool. On December 21, 2007, Standard and Poor’s Ratings Services assigned its
“AAAM?” principal stability fund rating to Pool A.

Pool B participants are prohibited from withdrawing any amount from the Pool and a formal
withdrawal policy has not yet been developed. Market valuations of the assets held in Pool B
are not readily available. In addition, full realization of the value of Pool B assets is not
readily determinable. As of September 30, 2008, the Town of Surfside had $3,383,328 and
$523,836 invested in Pool A and B, respectively. Additional information regarding the Local
Government Surplus Funds Trust Fund may be obtained from the State Board of
Administration.

IL. Constitutional Property Tax Reform Amendment

On January 29, 2008, the Florida electorate approved an amendment to the Florida
Constitution relative to property taxation. This amendment (referred to as Amendment 1) was
placed on the ballot by the Florida Legislature at a special session held in October 2007. With
respect to homestead property, Amendment 1 increases the current $25,000 homestead
exemption by another $25,000 (for property values between $50,000 - $75,000), except for
school district taxes. Since the new $25,000 homestead exemption does not apply to school
district taxes, this effectively amounts to a $15,000 increase to the existing homestead
exemption, resulting in an estimated annual savings of $240 for an average homeowner.
Amendment 1 also allows property owners to transfer (make portable) up to $500,000 of their
Save Qur [Tomes benefits to their next homestead when they move. Save Our Homes became
effective in 1995 and limits (caps) the annual increase in assessed value for homestead
property to three percent (3%) or the percemtage chapge in the Consumer Price Index,
whichever is less. With respect to non-homestead property, Amendment 1 limits (caps) the
anpual increase in assessed value for non-homestead property (businesses, industrial property,
rental property, second homes, etc.) to ten percent (10%), except for school district taxes. The
amendment also provides a $25,000 exemption for tangible personal property. Amendment 1
becomes effective October 1, 2008, with the exception of the ten percent (10%) assessment
‘' cap on non-homestead property which becomes effective on January 1, 2009.
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Town oF SURFSIDE, FLORIDA

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Variance
with Final
] Budget -
Budgeted Amounis Actual Positive
Original Final Amounts egative
Revenues:
Property taxes $7,391,947 $7,491,947 $7,377,056 $(114,891)
Resort taxes 372,460 372,460 325,519 {46,941)
Utility taxes 428,863 428 863 457,905 29,042
Communications services fax 266,946 266,946 272,870 5,924
Franchise taxes 362,300 362,300 453,901 91,601
Licenses and permits 286,971 286,971 340,597 53,626
Intergovernmental 634,367 640,367 684,315 43,948
Charges for services 89,293 161,056 162,549 1,493
Fines and forfeitures 139,670 139,670 199,517 59,847
Interest expense 550,000 460,000 455580 (4,420)
Miscellaneous 25,869 25,869 46,300 20,431
Total revenues ' 10,548,686 10,636,449 10,776,109 139,660
Expenditures:
Catrent:
General government:
Legisiative 828,003 828,093 802,722 25,371
Legal services 600,000 850,000 795,072 54,928
Executive, finance and administration 3,830,243 3,730,095 1,675,295 2,054,800
Total general government 5,258,336 5,408,188 3,273,089 2,135,099
Public safety 3,358,344 3,580,850 3,556,801 24,049
Public works 885,720 907,816 805,915 101,901
Culture and recreation 1,046,286 1,166,832 1,148,852 17,980
Total expenditures 10,548,686 11,063,686 8,784,657 2,279,029
Excess (deficiency) of revenues over expenditures ' - (427,237) 1,991,452 2,418,689
Net change in fund balances 3 - $ (427,237) $1,991,452

See note to budgetary comparison schedule.
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TownN OF SURFSIDE, FLORIDA

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
POLICE FORFEITURE FUND

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Variance
with Final
, Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

Revenues: :
State grants $ 2351 $ 2351 % - § (2,351)
Forfeitures - 6,175 6,175 -
Interest earnings 20,000 30,500 30,600 100
Total revenues 22,351 39,026 36,775 (2,251)
Expenditures:
Current:
General governinent 25,000 41,000 39,367 1,633
Capital outlay 125,000 132,000 129,964 . 2,036
Total expenditures 150,000 173,000 169,331 3,669
Deficiency of revenues under expenditures (127,649) (133,974) (132,556) 1,418
Net change in fund balances $(127,649) $(133,974) $(132,556)
Appropriated beginning fund balance $ 127,649 § 127,649

See note to budgetary comparison schedule.
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TowN OF SURFSIDE, FLORIDA
REQUIRED SUPPLEMENTARY INFORMATION
NOTE TO BUDGETARY COMPARISON SCHEDULES

FISCAL YEAR ENDED SEPTEMBER 30, 2007

NOTE 1. BUDGETS AND BUDGETARY ACCOUNTING

The Town follows these procedures to establish the budgetary data reflected in the financial
statements:

Annual appropriated budgets for the governmental (except for the capital projects fund) and
proprietary funds are adopted on a basis consistent with accounting principles generally
accepted in the United States.

1. Prior to August 1, the Town Manager submits to the Town Commission a proposed
operating budget for the fiscal year commencing the following October 1. The budget
includes proposed expenditures and the means of financing then.

2. The Town Commission holds a public workshop on the proposed budget. Formal public
hearings are conducted in September to obtain taxpayers' comments.

3. Prior to October 1, the budget is legally adopted by resolution.

Budgets are monitored at department level, the legal level of budgetary control. Budgetary
control over expenditures, including capital outlay and transfers, is maintained at the department
level whercby management cannot transfer or over expend appropriations at the individusl
department level. Beginning fund balances, available for financing current appropriations, are
considered in the budgetary process but are not included in the financial statements of the
governmental fund types as budgeted revenues.

The Town Manager is authorized to transfer part or all of an encumbered appropriation balance
within a particuler department; however, any revisions that alter the total appropriations of any
department and/or fund must be approved by the Town Commission.

If during the course of the fiscal year, it becomes evident that a particular departient is unable to
provide the required level of services to the Town because of higher costs of providing services,
or unforegeen circumstances, the budget may be amended. The Town Manager submits to the
Town Commission a request to amend the budget. The request contains explanations, and
includes a proposal for financing if additional appropriations are requested. The amendment
requires the Town Commission approval and adoption.

During the fiscal year ended September 30, 2007, there were supplemental appropriations of
$515,000 in the General Fund and $23,000 in the Police Forfeiture Fund.
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Actual
Valuation
Date

10/1/02
10/1/03
10/1/04
10/1/65
10/1/06
10/1/07

Actuarial
Value of
Assets

(2

$8,490,282
8,424,226
9,649,666
9,924,144
10,500,533
11,201,453

TownN oF SURFSIDE, FLORIDA

ReTREMENT PLAN FOR EMPLOYEES
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF FUNDING PROGRESS

Actuarial
Accrued
Liability
(AAL) -

Entry Age

(b)

$6,119,853
7,359,513
7,823,748
8,992,940
9,980,193
10,225,271

Unfunded
AAL
(UAAL)
() - (a)

$(2,370,429)
(1,064,713)
(1,825,918)
(931,204)
(520,340)
(976,182)

Funded
Ration

(a}/ (b)

138.7%
114.5%
123.3%
110.4%
105.2%
109.5%

Annual
Covered
Payroll

©

$2,528,069
2,793,332
2,857,045
3,170,278
3,653,148
3,978,291

UAAL
As % of
Covered
Payroll
(b-a)/c

-93.8%
-38.1%
-63.9%
-294%
-14.2%
~24.5%



TownN oF SURFSIDE, FLORIDA
RETIREMENT PLAN FOR EMPLOYEES

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS

Annual

Year Required .

Ended ' Contribution Percentage
September 30, (ARC) Contributed

2002 $ - N/A

2003 - N/A

2004 - N/A

2005 - N/A

2006 203,274 114%

2007 264,370 100%



COMBINING AND INDIVIDUAL FUND
STATEMENTS AND SCHEDULES




NONMAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

Special revenue funds are used to account for specific revenues that are legally restricted to expenditures
for particular purposes.

Tourism Fund ~ This fund is used to account for the portion of the resort tax collections, which are to be
designated to promote the tourism related activities of the Town.

Library Fund — This fund is used to account for the operations of the Surf-Bal-Bay Library.

Transportation Surtax Fund — This fund is used to account for the proceeds of the Town's allocable share
of the Miami-Dade County Transit System Surtax. The expenditures from this fund are restricted to
specific purposes.

CAPYTAL PROJECTS FUND

Capital Projects Fund — This fund is used to account for capital projects. Transfers from the general and
other funds are made to this fund to cover such expenditures.



Town oF SURFSIDE, FLORIDA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

SEPTEMBER 30, 2007

Special Revenue Funds Total
Nonmajor
Transportation Capital Governmental

Tourism  Ljibrary Surtax Total Projects Funds

ASSETS
Cash and cash equivalents $270,727 § - § 481,882 $752,609 $87,621 $ 840,230
Prepaids 523, 3,396 - 3,919 - 3,919
Total assets $271,250 § 3,396 $ 481,882 $756,528. $87621 $ 844,149
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 7,738 3,562 - 11,300 56,963 68,263
Accrued liabilities 956 4,932 - 5,888 - 5,888
Due to other funds - 18,525 81,108 99,633 - 99,633
Total liabilities 8694 27,019 81,108 116,821 56,963 173,784
Fund balances:
Reserved for prepaids 523 3,396 - 3,919 - 3,919
Unreserved, undesignated 262,033 (27,019) 400,774 635,788 30,658 666,446
Total fund balances (deficit) 262,556 (23,623) 400,774 639,707 30,658 670,365
Total liabilities and fund balatices $271,250 $ 3396 $ 481,882 $756,528 $87621 $ 844,149
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TOWN OF SURFSIDE, FLORIDA
COMBINING STATEMBNT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FISCAL YEAR ENDED SEPTEMBER 30, 2007

Special Revenue Funds Total
' Nonmajor
Transportation Capital Governmental
Tourism  Library  Surtax Total Projects Funds
Revenues:
Resort taxes $152,044 § - § - $152,044 % - 8 152,044
Intergovernmental .- 3,000 171,090 174,090 - 174,090
Interest 14,935 512 3,827 19,274 - 19,274
Miscellaneous 11,641 - - 11,641 - 11,641
Total revenues - 178,620 3,512 174,917 357,049 - 357,049
Expenditures:
QGeneral government 245,589 197,369 76,722 519,680 - 519,680
Capital outlay - 30,389 - 30,389 56,963 87,352
Total expenditures 245,589 227,758 76,722 550,069 56,963 607,032
Excess (deficiency) of revenues
over (under) expenditures (66,969) (224,246) 98,195 (193,020) (56,963) (249,983)
Other financing sources
Transfers in - 161,738 - 161,738 - 161,738
Net change in fund balances (66,969) (62,508) 98,195  (31,282) (56,963) (88,245)
Fund balances, beginning 329,525 38,885 302,579 670,989 87,621 758,610
Fund balances (deficit), ending $262,556 $(23,623) § 400,774 $639,707 $30658 % 670,365
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TOWN OF SURFSIDE, FLORIDA

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
TOURISM FUND

FISCAL YEAR ENDED SEPTEMRBER 30, 2007

Revenues:
Resort faxes
Interest
Miscellaneous
Total revenues

Expenditures:
Current:
General government
Capital outlay

Total expenditures
Deficiency of revenues over expenditures

Net changes in fund balances

Appropriated beginning fund balance
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Variance
with Final
Budget -
Budgeted Amounts Actual Positive

Original Final Amounts (Negative)

$ 169,245 $169,245 $ 152,044 $ (17,201)
3,705 14,705 14,935 230
1,426 1,426 11,641 10,215

174,376 185,376 178,620 (6,756)

205,120 252,120 245,589 6,531
1,000 - - -

206,120 252,120 245,589 6,531

(31,744)  (66,744)  (66,969) (225)

$ (31,744) §(66,744) $ (66,969) $  (225)

$ 31744 § 31,744




TowN OF SURFSIDE, FLORIDA

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
LIBRARY FUND

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Variance
with Final

Budget -

~ Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

Revenues:
Charges for services (1) $ 161,738 $161,738 § 164,738 $ 3,000
Fines 300 300 - (300)
Interest 1,600 1,600 512 (1,088)
Miscellaneous 200 200 - €200)
Total revennes 163,838 163,838 165,250 1,412
Expenditures:
Current:
General government 168,995 206,445 197,369 9,076
Capital outlay 32,000 31,550 30,389 1,161
Total expenditures 200,995 237995 227,758 10,237
Excess of revenues over expenditures (G7,157y  (74,157)  (62,508) 11,649
Net changes in fund balances $ (37,157) 3 (74,157) § (62,508) $ 11,649
Appropriated beginning fund balance $ 37,157 $ 37,157

(1) Prior to fiscal year ended September 30, 2007, this revenue stream was presented and budgeted as charges
for services, however, during the year ended September 30, 2007, this funding was provided as a transfer from
the General Fund.
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TowN oF SURFSIDE, FLORIDA
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

TRANSPORTATION SURTAX FUND

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Revenues:
Intergovernmental
Interest

Total revenues

Expenditures:
Current:
General government

Total expenditures
Excess of revenues over expenditures

Net changes in fund balances
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Variance
with Final
Budget -
Budgeted Amounts Actual Positive
Original Fipal Amounts (Negative)
$ 185,285 §$ 185,285 $ 171,000 $ (14,195)
3,400 3,400 3,827 427
188,685 188,685 174,917 (13,768)
138,685 138,685 76,722 61,963
138,685 138,685 76,722 61,963
50,000 50,000 98,195 48,195
$ 50,000 $ 50,000 § 98,195 $ 48,195




TowN OF SURFSIDE, FLORIDA

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
SPECIAL PROJECTS FUND

FISCAL YEAR ENDED SEPTEMBER 30, 2007

Variance
with Final

: Budget -

. DBudgeted Amounts Actual Positive
Original Final Amounts (Negative)

Revenues:
Interest earnings $105,000 $134,000 $134,162 $ 162,
Total revenues 105,000 134000 134,162 162
Expenditures:
Current:
Physical environment 105,000 105,000 27,716 77,284
Total expendifures 105,000 105,000 27,716 77,284
Excess of revenues over expenditures - 29,0600 106,446 77,122
Net change in fund balances $ - % 29,000 $106,446
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